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U.S. Department of Housing and Urban Development

Office of Public and Indian Housing

Special Attention: Notice PIH 98-19 (HA)
Directors, Offices of Public Housing;

Administrators, Offices of Native American Issued: April 3, 1998

Programs; Directors, Offices of Housing; Expires: April 30, 1999

and Section 8 Public Housing Agencies

Cross References:

Subject: Tenant-Based Rental Vouchers or Certificates for Eligible Residents of Preservation
Eligible Projects Approved for Prepayment of the Mortgage or Voluntary Termination of the
Mortgage Insurance in Federal FY 1998

1. Purpose. This notice alerts public housing agencies
(HAs) that the Departnent of Housing and Urban
Devel opnent (HUD) will provide funds for Section 8
t enant - based assi stance to assist certain residents of
preservation eligible projects where the owner elects to
prepay the nortgage or is approved for voluntary
term nation of a nortgage insurance contract in Fisca
Year 1998. The notice also provides information on the
uni que statutory requirenments governing these speci al
preservation rental vouchers and certificates.

This notice covers projects where the owner prepays or
voluntarily term nates the nortgage insurance contract on
eligible I owincome housing in FY 1998. Except for
section 11, this notice does not apply to prepaynents or
voluntary termnations that occurred in FY 1996 or FY
1997 and does not supersede HUD Notice PIH 96-61 or HUD
Notice PIH 97-29. The policies and procedures outlined
by those notices remain in effect for projects that
prepaid or voluntarily term nated the nortgage insurance
in FY 1996 or FY 1997.

2. Background. The Departnent of Housing and U ban
Devel opnent' s FY 1998 Appropriations Act (Public Law 105-
65, enacted on October 27, 1997) makes funding avail abl e
for "enhanced" vouchers as provided under the 'Preserving
Exi sting Housing Investnent' account in the Departnent's
FY 1997 Appropriations Act. This nmeans that subject to
the availability of appropriated funds, certain famlies
residing in an eligible preservation project on the date
of the owner's prepaynent or voluntary termnation wl|
be offered tenant-based assi stance under Section 8 if, as
the result of a rent increase no |ater than one year
after the date of the owner's prepaynent or voluntary




termnation, the famly's rent exceeds 30 percent of
adj usted inconme. The | aw establishes speci al

requi renents concerning the m ni rum anount of the
famly's contribution towards rent. The |aw al so
provi des a special voucher paynent standard or
certificate Fair Market Rent (FMR) for famlies that
choose to stay in their current units.

Tenant - based assistance will be offered to eligible
residents of projects covered by the Emergency Low | ncone
Housi ng Preservation Act of 1987 (ELIHPA) and the Low

| ncome Housing Preservati on and Resi dent Homeowner ship
Act of 1990 (LIHPRHA). HUD s Ofice of Housing wll
identify eligible projects for assistance under these
provi sions. To be considered an eligible project, the
proj ect nust have reached its 20th year fromfina

endor sement and neet one of the following criteria:

(a) Section 221(d)(3) market rate limted distribution
owners receiving Section 8 paynents coverted from
Rent Suppl enment whose project nunber series is
35001- 36599;

(b) all Section 221(d)(3) below market interest rate
owners whose project nunber series are 55001-55999
and 57501-57999, unless a Rent Suppl enent Contract
remains in effect between HUD and the nortgagor;

(c) all Section 236 project owners whose project nunber
series are 44001-44799; 44801-44899; 45001-45999;
and 58501-58999, unless a Rent Suppl enent Contract
remains in effect between HUD and the nortgagor;

(d) a purchase noney nortgage fornerly insured under
Section 221(d)(3) or 236 and now held by HUD; or

(e) a nortgage held by a state agency as a result of a
sale by HUD wi t hout insurance, which inmediately
before the sal e woul d have been eligible | owincone
housi ng under LIHPRHA; which nortgage (1) for
LI HPRHA projects is, or is within 2 years of being,
eligible for prepaynent by contract or regulation in
effect before February 5, 1988 wi thout HUD s prior
approval; or (2) for ELIHPA projects is, or is
wthin 1 year of being, eligible for prepaynment
under regulation or contract in effect before
February 5, 1988.

HUD State and Area Ofices will Contact HAs. HUD s
Ofice of Public and I'ndian Housing and the Ofice of
Housing wi Il issue guidance covering the specific
procedures for the processing of the Section 8




preservation tenant-based assistance in the near future.
In the interim HAs and HUD field offices should continue
to follow the procedures in Preservation Letter 97-4.

The HUD State or Area Ofice of Public Housing wll
contact an appropriate HA with jurisdiction in the area
where each eligible project is located to determne if
the HA is willing to adm ni ster the tenant-based voucher
or certificate assistance for the eligible famlies
living in each affected devel opnent. The HUD State or
Area O fice decides which HA is the appropriate agency to
adm ni ster the tenant-based rental assistance.

Fam |y Eligibility for the Special Rental Vouchers or
Certificates.

(A Incone Eligibility. 1In order to be eligible for one
of the special rental vouchers or certificates, the
resi dent nust be either:

(1) alowinconme famly (including very |owincone
famlies);

(2) a noderate-incone elderly or disabled famly;
or

(3) a noderate-incone famly residing in a | ow
vacancy area (3 percent or |ess vacancy rate).
HUD is responsi ble for determ ning whether the
proj ect where the owner is prepaying or
voluntarily term nating the nortgage insurance
is located in a | owvacancy area.

Alowinconme famly is a famly whose annual incone
does not exceed 80 percent of the nedian inconme for
the area, as determned by HUD, with adjustnments for
smaller and | arger famlies.

A noderate-incone famly is a famly whose annua
i ncone 1 s above 80 percent but does not exceed 95
percent of the area nedian incone.

A resident famly is only eligible for one of the
special certificates and vouchers nade avail abl e due
to the owner's prepaynent or voluntary term nation
if the famly qualifies under one of the categories
above on the effective date of the prepaynent or
voluntary termnation. A resident famly that does
not fall into one of those categories on the
effective date of the prepaynent or voluntary
termnation is not eligible for one of these special
preservation certificates and vouchers, regardless




of whether the famly's situation changes during the
foll ow ng year.

(B) Unassisted and Assisted Famlies. Both unassisted
and assisted famlies may be eligible for the
special certificate and voucher assistance nade
avai l abl e for prepaynents or voluntary term nations
that occur in FY 1998.

(1) Famlies with Section 8 tenant-based
certificate and voucher assistance at the tine
of prepaynent or voluntary term nation. A
Section 8 certificate or voucher participant
who is residing in the project at the tinme of
t he prepaynent may be covered by the speci al
provi sions of the preservation certificates and
vouchers if the famly chooses to renmain in the
unit. The applicability of the speci al
conditions for residents who are already
assi sted under the Section 8 tenant-based
prograns at the date of the prepaynent or
voluntary term nation are discussed in
section 9 of this notice.

(2) Famlies assisted under a Section 8 LNMSA
contract. Any famly receiving LMSA assi stance
wi T continue to receive this assistance unti
the LMSA contract expires. Subject to the
availability of appropriated funds and provi ded
t he owner gave the six nonth opt-out notice,
the famly may receive a special preservation
rental voucher if the owner prepays in FY 1998
and the LMSA contract expires no |ater than one
year after the date of the prepaynent/voluntary
term nati on.

| f the owner prepaid in FY 1998 and the LMSA
contract does not expire within one year of the
date of the prepaynent, the famly is not
eligible for a special certificate or voucher.
Upon expiration of the LMSA contract, the
famly wll receive a regular voucher or
certificate and the special provisions
regardi ng the FMR/ paynent standard and the
mnimumrent will not apply.

HUD identifies potentially eligible famlies. Upon owner
notification of intent to prepay the nortgage or

term nate the insurance, and confirmation fromthe
appropriate HA that it will adm nister the Section 8
assistance, the HUD State or Area Ofice of Housing is
responsi bl e for ensuring that each potentially eligible




famly in the affected project receives a letter
identifying the adm nistering HA and describing the

ci rcunst ances under which the famly may qualify for one
of these special rental vouchers or certificates. The
letter will provide information to the famly about
contacting the HA. If the owner has not yet notified the
famly of a rent increase, the potentially eligible
famly wll be directed to al so contact the HA once the
owner notifies the famly of a rent increase effective
wi thin one year fromthe effective date of the
prepaynent/voluntary term nation.

The HUD State or Area Ofice wll pronptly send the
admnistering HA a list identifying all potentially
eligible famlies, a copy of the nost recent HUD

Form 50059 for each of the famlies, and the rents for
the eligible project on the date of the prepaynent or
voluntary termnation. |If possible, the HUD State or
Area Ofice will also send the owner's proposed new rents
and the effective date of the rent increase for each
famly to the HA. However, the famly is ultimtely
responsi bl e for contacting the adm ni steri ng HA when the
owner inforns the famly of the proposed rent increase.

The HA nust determine if the famly nmeets the definition
of a lowincone famly, a noderate incone elderly or

di sabled famly, or a noderate incone famly in a | ow
vacancy area (provided HUD has inforned the adm nistering
HA that the | ow vacancy area category is applicable due
to the location of the project) on the effective date of
t he prepaynent.

The HA may deny an applicant a preservation voucher or
certificate under any of the grounds listed for denial of
rental assistance at 8982.552. The HA nust provide an
applicant that is denied assistance under those grounds
with an opportunity for an informal review as required by
8982.554. I n accordance with the programregul ati ons at
8982.201(e), the HA nust receive information verifying
that an applicant is eligible within the period of 60
days before the HA issues a certificate or voucher to the
appl i cant.

Rent Increase Effective No Later Than One Year After the
Date of Prepaynent or Voluntary Term nation that Results
in Famly Paying Mdre than 30 Percent of Adjusted Incone
for Rent. An owner may not increase the rent for at
[east sixty days after the effective date of the
prepaynent/voluntary termnation. |In addition, the
prepaynent of the nortgage or the approval of the
voluntary term nation of a nortgage insurance contract




or a preservation eligible project does not in itself
termnate or nodify the ternms and conditions of the

exi sting | eases between the owner and the current
residents of the project. An owner may only legally
increase the rent or termnate the | ease as provided
under the terns of the |lease and in accordance with state
and | ocal | aw.

Regar dl ess of whether the famly has net the incone
eligibility requirenments described in section 4 of this
notice, the famly may only receive a preservation renta
voucher or certificate if:

(a) The famly lived in the project on the
effective date of the prepaynent,

(b) Arent increase will take effect no later than
one year after the effective date of the
prepaynent or voluntary term nation, and

(c) The amount the famly pays for gross rent would
exceed 30 percent of the famly's adjusted
monthly income as a result of the owner's rent
I ncrease.

A famly already paying nore than 30 percent of adjusted
nmonthly inconme for gross rent on the effective date of
the prepaynent or termnation may still qualify for the
preservation certificate or voucher. Provided the owner
proposes to increase the rent in the year follow ng the
prepaynment or term nation and the new rent paid by the
famly exceeds 30 percent of the famly's adjusted
monthly inconme, the famly is eligible for preservation
t enant - based assi st ance.

To qualify for issuance of special preservation tenant-
based assistance, the rent increase nust be effective no
| ater than one year after the effective date of the
prepaynent or voluntary termnation. A famly does not
qualify for preservation tenant-based assi stance on the
basis of a rent increase that becones effective after the
one year anniversary date of the prepaynent or voluntary
term nation.

Goss rent is the sumof the rent payable to the owner
and any utility allowance. (If the proposed contract
rent does not include all the utilities, the utility

al l omance schedule of the admnistering HAis used to
calcul ate the new gross rent of the unit.) The famly
nmust present docunentation confirmng that the owner
intends to increase the rent, and the anmount the famly
must pay for rent after the increase (e.g., the owner's



rent increase notice or a letter fromthe owner

i ndicating the owner intends to increase the rent, the
anount of the rent demanded by the owner, and the
effective date of the rent increase).

Wen the famly contacts the adm nistering HA, the HA
must determne if the famly would be paying nore than
30 percent of adjusted nonthly inconme for gross rent
after the owner's rent increase takes effect. |If the
famly would not have to pay nore than 30 percent of
adj usted nonthly inconme for gross rent after the rent
increase, the famly is not eligible to receive the
preservation rental voucher or certificate assistance,
regardl ess of whether they net the incone requirenent.

| ssuance of Certificate or Voucher. (This section does
not apply to residents currently assisted under the
regul ar certificate or voucher programat the tinme of the
prepaynent/voluntary termnation.) |In general, eligible
famlies wll receive preservati on voucher assistance as
the result of a prepaynent or voluntary termnation in FY
1998.

The HA issues the preservation voucher or certificate to
the eligible famly. The HA should nmake every effort to
issue a famly that wi shes to nove the voucher or
certificate 60 days prior to the effective date of the
owner's rent increase. However, it is recognized that in
many cases this will not be possible.

If an eligible fam |y chooses to stay in the famly's
present unit, the HA may not enter into a HAP contract
that commences prior to the effective date of the owner's
rent increase.

Speci al Conditions of Preservation Tenant-based
Assi st ance.

There are several special requirenments for the
preservation certificates and vouchers. 1In all other
respects the certificates and vouchers are subject to
normal programrules. For exanple, the HA may not nake
paynments to the owner until after execution of the
housi ng assi stance paynents (HAP) contract, and the HAP
contract may not be effective prior to the date the HA
determ nes that the unit neets the housing quality

st andards of the program



(A) Paynent Standard/ FMR Where the Fam |y Chooses to

Stay in the Sane Unit.

(1)

(2)

(3)

Staying in same unit: Voucher program

For a famly staying in the sane unit who

recei ves preservation assi stance under the
voucher program the paynent standard used to
cal cul ate the voucher housing assi stance
paynment is the gross rent of the famly's unit,
provi ded the proposed gross rent is reasonable
and exceeds the applicable HA paynent standard.
(Not e, however, the effect of the famly unit
size limtation discussed below ) If the new
gross rent is |ess than the HA paynent
standard, the regul ar paynent standard applies.
Staying in sanme unit: Certificate program

For a famly staying in the sane unit who

recei ves preservation assi stance under the
certificate program the HA generally approves
t he proposed gross rent if the proposed gross
rent (rent to owner plus any utility all owance)
of the unit is reasonable in conparison with
gross rents for conparabl e unassisted units in
the market area, even if the proposed gross
rent exceeds the otherw se applicable

FMR/ exception rent Timt for the unit rented by

the famly. This nmeans that the proposed rent
may even exceed 120% of the FMR provided the
rent is reasonable. (Note, however, the effect
of the famly unit size limtation discussed
bel ow. )

Rent reasonabl eness docunentati on. Regardl ess
of whether a famly wshing to stay inits
present unit receives a preservation voucher or
certificate, the HA nust ensure that the
proposed rent of the famly's unit is
reasonable. The HA nust docunent the rent
reasonabl eness of the unit by including the
rents and addresses of the conparable units in
the famly file. |If the proposed rent is not
reasonable, the famly nmust nove in order to
recei ve the preservation voucher or certificate
assi st ance.




(4)

Effect of famly unit size limtation.

The HA issues the eligible famly the
certificate or voucher based on the HA subsidy
standards, not on the actual size of the unit
the famly is presently occupying. If a famly
W shes to stay in the project but (1) qualifies
under the HA subsidy standards for a smaller
famly unit size than the actual size of their
current unit and (2) the gross rent exceeds the
appl i cable FMR or HA paynent standard for the
bedroom size on the famly certificate or
voucher, the famly nust nove to an avail able
unit within the project that is the appropriate
size as determ ned by the HA subsidy standards.
In such a case, the new gross rent for the

smal ler size unit in the project is considered
to be the applicable FMR or paynent standard,
provi ded the new gross rent exceeds the
appl i cabl e HA paynent standard. (In this case
only, the preservation m ninumrent discussed
belowis the rent the fam |y would have been
payi ng on the date of the prepaynent/voluntary
termnation for the smaller size unit in the
project to which the famly noves.)

If there is no appropriate size unit avail able
in the project, the famly nust then nmake a
good faith attenpt to find a unit outside of
the project. In order to determ ne whether the
famly has nade a good faith effort, the HA may
require the famly to submt a |ist of

potential units the famly visited. The HA
shoul d al so take its know edge of the market
area into consideration, as well as the nunber
of referrals to potential appropriate sized
units it may have provided to the famly over
the course of the famly's search

If the famly has not |ocated an eligible unit
at the end of the termof the certificate or
voucher (including any extension granted by the
HA in accordance with its admnistrative
policy) despite making a good faith effort, the
HA shoul d execute a housi ng assi stance contract
for the famly's current unit, provided the
unit conplies with housing quality standards
and the proposed rent is determned to be
reasonable. The effective date of the housing
assi stance contract for the oversized unit may
not be earlier than the expiration date of the



(5)

termof the famly certificate or voucher. The
famly is responsible for the full rent of the
unit prior to the effective date of the housing
assi stance contract.

The FMR or paynent standard is the gross rent
of the oversized unit. The HA and the owner
nmust execute the attached addendumto the
housi ng assi stance paynents contract, which
automatically termnates the contract after one
year. The HA nust advise the famly that the
subsi dy based on the oversized unit's rent wll
only be paid for one year. After the initial
year of assistance, the HAP contract wll
termnate and the famly wll be assisted under
the regul ar rental voucher or certificate rules
(normal paynment standard or FMR). |If the
famly wshes to remain in the unit and can do
so under the regular programrules, the famly
wi |l have to pay the additional cost for the
oversi zed unit out-of-pocket.

Fam |y Move: Normal PS or FMR Appli cabl e.

In all cases where the famly decides to nove
out of the project, the regular HA paynent
standard or the FMR/ exception rent limt is
applicable. This includes cases where the
proposed new rent for the famly's current unit
in the preservation project is not reasonable
inrelation to conparable units, which requires
the famly to nove in order to receive tenant-
based assi st ance.

(B) Preservation Mninmum Rent Requirenent.

(1)

add gross rent for unassisted residents.

Regar dl ess of whether a previously unassisted
famly stays or noves, the law requires that a
famly must pay for rent no I ess than the rent
the famly was paying on the date of the
prepaynent or the voluntary term nation. The
famly nmust continue to pay this anount even if
famly incone decreases after the effective
date of the prepaynent/voluntary term nation or
housi ng assi stance contract executi on.

10



(2)

(3)

Unassi sted residents nust pay at |east the
gross rent the famly was paying on the date of
t he prepaynent or voluntary term nation. The
HA utility allowance is used to calculate the
gross rent if all utilities were not included
inthe rent the famly paid to the owner

A d total tenant paynment (TTP) or total famly
contribution for previously assisted residents.

Regardl ess of whether a resident previously
assi sted under the LMSA program stays or noves,
the famly nust pay no less than the total
tenant paynent the fam |y was paying on the
date of the prepaynent or the voluntary
termnation. The famly nmust continue to pay
this amount even if famly inconme decreases
after the prepaynent/voluntary term nation or
housi ng assi stance contract execution.

For residents assisted under the regul ar
certificate or voucher progranms at the tine of
t he prepaynent or voluntary term nation, the
"rent at prepaynent” provision only applies if
the famly chooses to remain in its present
unit and receive the "enhanced" subsidy. In

t hose cases, the certificate famly nust al ways
pay at |east the total tenant paynent and the
voucher famly nust always pay at |east the
total famly contribution they were paying on
the date of the prepaynent or voluntary

term nati on.

Cal cul ating HAP -- Preservati on Voucher
Assi st ance.

Where the new gross rent exceeds the applicable
paynment standard, the housing assistance
paynment for a resident receiving preservation
voucher assi stance who stays in their present
unit (or noves to an appropriate size unit
within the project) will equal the new gross
rent for the unit mnus the greatest of:

(a) 30 percent of the adjusted famly incong;

(b) 10 percent of the famly nonthly incone
(gross nonthly incone);

11



(4)

(c)

(d)

the applicable "rent" that the famly was
payi ng on the date of the prepaynent or
voluntary term nation; or

such other mninmumrent established by the
HA as aut horized by Federal | aw.

If a resident assisted with a preservation
voucher decides not to stay but noves fromthe

uni t

(except in cases where a famly is noving

to an appropriate size unit within the project)
or stays in the unit but the applicable HA
paynment standard exceeds the new gross rent,

t he housi ng assi stance paynent equal s the

| esser of:

(a)

The HA paynent standard m nus 30 percent
of the adjusted famly incone; or

(b) The gross rent of the famly's unit m nus
the greatest of:

(1) 10 percent of the famly nonthly
i ncone (gross nonthly incone);

(2) the applicable "rent" the famly was
payi ng on the date of the prepaynent
or voluntary term nation; or

(3) such other mnimumrent established
by the HA as authorized by Federal
| aw.

Determning TTP -- Preservation Certificate

Assl st ance.

The total tenant paynent for a resident
receiving preservation certificate assistance,
regardl ess of whether the famly stays in the

uni t

(a)

(b)

(c)

or noves, is the greatest of:

30 percent of famly nonthly adjusted
i ncone,;

10 percent of famly nonthly incone (gross
nmont hly i ncone);

wel fare rent in as-paid states;

12



(d) the applicable "rent" the famly was
payi ng on the date of prepaynent or
voluntary term nation; or

(e) such other mnimumrent established by the
HA as aut horized by Federal | aw.

Exanpl es denonstrating how t hese speci al
conditions affect the rent calculations for a
previ ously unassisted certificate famly and a
previ ously unassi sted voucher famly are
attached to this notice.

In cal cul ati ng the housi ng assi stance paynent
and the famly share, the HA may find that sone
of the noderate inconme famlies who i medi ately
nmove fromthe unit will not receive any housing
subsidy due to the amobunt of the famly's
incone. If the HA determnes the initial
housi ng assi stance paynent is $0, the HA does
not enter into a housing assistance contract on
behal f of that famly. However, if within one
year of the effective date of the owner's
prepaynent/voluntary termnation the famly
i ncome or conposition changes, and as a result
the famly would qualify for a housing
assi stance paynent, the HA may then execute a
housi ng assistance contract for the famly
(assumng the famly | eases an eligible unit).
Note that this situation only applies if the
famly initially qualified under the |aw for
t he special preservation assistance on the
effective date of the prepaynent (the owner's
rent increase would have required the famly to
pay nore than 30% of adjusted nonthly incone
for rent). Furthernore, the famly nmust stil
pay no less than the rent the famly was paying
on the effective date of the prepaynent or
voluntary term nation, regardl ess of any
decrease in famly incone.

Applicability of the Special Conditions for Stayers for
Famlies Currently Assisted under the Section 8 Tenant -
based Prograns. As noted above, a resident who is
currently assisted under the Section 8 tenant-based
prograns on the date of the prepaynent or voluntary
termnation in FY 1998 nay al so be covered by the speci al
conditions afforded to stayers through the preservation
vouchers and certificates.

13



Al'l of the follow ng conditions nmust be net in order for
a resident assisted through the regular certificate or
voucher programon the effective date of the prepaynent
to be covered by the special preservation provisions:

(A) the famly nust neet one of the three incone
eligibility categories described in section 3 of
this notice;

(B) the termnation of the existing | ease under the
certificate programor the rent increase under the
voucher program nust be in accordance with the | ease
agreenent and programregul ati ons and may not be
earlier than sixty days after the effective date of
t he prepaynent/voluntary term nation

(© the new | ease under the certificate programor the
rent increase under the voucher program nust be
effective no later than one year fromthe effective
date of the prepaynment/voluntary term nation

(D) the proposed new rent nust be reasonabl e;

(E) the newrent would result in the famly paying nore
t han 30% of adjusted inconme for rent; and

(F) the famly nust decide to stay in the unit instead
of novi ng.

If a currently assisted certificate or voucher famly
deci des they do not want to stay in the unit after the
owner's prepaynent or voluntary termnation but wll nove
prior to the effective date of the newrent, the famly
is not covered by these special provisions. Unlike the
unassi sted residents or the project-based residents who
recei ve special preservation certificates or vouchers,
the mninmumrent requirement (i.e., famly nust pay at

| east the anmobunt of rent the famly was paying on date of
prepaynent) does not apply if the regular certificate or
voucher famly noves rather than stays in the unit.
However, if the famly stays in the unit and receives the
benefit of the additional "preservation" subsidy, the

m nimum rent requirenent applies. It will continue to
apply if the famly subsequently noves fromthe unit.

An owner may only receive the special "preservation"
subsidy for residents already receiving Section 8 tenant-
based certificate assistance by termnating the existing
| ease and housi ng assi stance paynents contract. HAs are
rem nded that the HA may not give approval for a famly
to lease a unit and that the HA may not execute a HAP

14



10.

contract until certain requirenents are net (see

8982. 305). These requirenents apply regardl ess of

whet her the famly already occupies the unit and apply
even if the famly has previously received assistance in
the sane unit. Therefore, the HA nust inspect the unit
to ensure it conplies wth HQS before the new | ease term
may commence. An HQS inspection that was conduct ed under
t he previous HAP contract does not fulfill this
requirenent.

Under the voucher program an owner nay increase the rent
in accordance with the ternms of the existing | ease and

| ocal and state law. The owner is not required to
termnate the existing | ease and HAP contract to receive
t he special "preservation" subsidy.

Certificate Program Assum ng the above conditions are
met, the HA nust approve the rent under the new | ease to
allow the famly to stay in the unit even if the new rent
exceeds the Fair Market Rent. The m ni mum rent

requi renent described in section 8(C) above applies,

whi ch neans the famly's TTP will be at |least the TTP the
famly was paying on the date of the prepaynent/voluntary
term nati on.

Voucher Program Assum ng the above conditions are net,
the paynent standard used to cal cul ate the voucher
housi ng assi stance paynent is the new gross rent of the
famly's unit. The mninmumrent requirenment described in
section 8(C) above applies.

HUD anends the existing ACC. |In cases where the speci al
conditions apply to residents who were currently assisted
under the tenant-based prograns at the tinme of the
prepaynent or the voluntary term nation, the HA should

i mredi ately contact the HUD State or Area O fice of
Public Housing. HUD w |l use funds appropriated for
preservation assistance to anend the existing ACC with
the HA to cover the additional cost of the subsidy. Note
that no new "preservation"” certificates or vouchers are
provided to the HA to assist these certificate and
voucher famlies.

Nor mal Program Requirenents. Except for the specia
conditions outlined by this notice, the normal program
requi renents apply to the preservation rental vouchers
and certificates. For exanple, the HA is responsible for
conducting inconme verifications to ensure famlies are
eligible for the assistance. The HA nust conduct an
initial and annual HQS inspections and nmust not nmake any
housi ng assi stance paynent prior to the date that the
unit passes HQ. The HA should clearly explain to the
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11.

famly that the preservation certificate or voucher is

t enant - based assi stance and the famly is under no
obligation to remain in the project. The famly has the
sanme portability rights as any other famly assisted
under the certificate and voucher prograns.

Preservation rental vouchers and certificates do not
increase the admnistering HA's Famly Sel f-Sufficiency
(FSS) m ninmum size. HAs earn the sane ongoing fee for
these certificates and vouchers as they do under the
regular programrules. Note that the HA no | onger
receives any prelimnary fee for new certificates or
vouchers if the HA is already adm nistering a Section 8
t enant - based program

| f the preservation certificate or voucher turns over
(i.e., a preservation assisted famly | eaves the
program, the funding may be used for the HA' s regul ar
t enant - based programand will be subject to the nornmal
programrul es.

Applicability of the Special Conditions after the First
Year of Assistance. For prepaynents that occurred in
FY96, PIH Notice 96-61 states that after the first year
of assistance, the normal programrul es apply. For
prepaynents that occurred in FY97 and that occur in FY98,
t he special conditions continue after the first year of
assistance. In reality, the only distinction between
FY96 famlies and the FY97/FY98 fam lies concerns the
continuation of the preservation mninmmrent.

(A) "Preservation” mnimumrent. Famlies who received
preservation certificates or vouchers as a result of
a prepaynent or voluntary term nation that occurred
in FY 1996 are not covered by the preservation
mnimmrent after the first year of assistance. In
determining the famly's share of the rent or tota
tenant paynent after the first year of assistance,
the HA drops the preservation mninmumrent fromthe
cal cul ation. The preservation m nimumrent does not
apply for the FY96 prepaynent/voluntary term nation
famlies after the initial year of the housing
assi stance paynents contract, regardless of whether
the famly stayed or noved fromthe unit.

The preservation mninumrent continues after the
initial year of assistance for all famlies who
recei ved preservation tenant-based assi stance as the
result of prepaynent/voluntary term nations that
were effective in FY97 and in FY98. These famli es,
whet her they stayed or noved fromthe unit, nust
continue to pay at mninumthe applicable "rent" the
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(B)

famly was paying on the effective date of the
prepaynent/voluntary term nation, even if the famly
i nconme decreases after the initial year of
assistance. This includes residents already
assisted under the Section 8 certificate or voucher
programon the date of the prepaynent/vol untary
term nati on whose subsidy was increased under the
special conditions for preservation tenant-based
assistance. The m ninumrent remains applicable
whet her the famly continues to reside in the unit
or subsequently noves. |If the fam |y noves under
the portability procedures, the HA nust indicate to
the receiving HA that the famly is covered by the
preservation mninmumrent.

Speci al FMR or Paynent Standard. The | aw provides
the special FMR and paynent standard to cover the
owner's rent increase after the prepaynent/voluntary
termnation, which nmust be effective within one year
of the date of the prepaynent/voluntary term nation
Regardl ess of the year of the prepaynent/voluntary
termnation, the special FVMR and paynent standard
rules do not apply to any subsequent rent increases.

In the case of the rental certificate program any
subsequent rent increase is restricted by the nornma
annual adjustnent and rent reasonabl eness

requi renents of the program |If the owner's rent
increase is higher than the rent adjustnent all owed
under the normal programrules, the famly will have
to nove to continue to receive rental certificate
assi st ance.

Under the rental voucher program the paynent
standard is not adjusted to cover an owner's rent
increase. The famly nust deci de whether to nove to
a |l ess expensive unit or pay for the increase in
rent out of pocket. However, in accordance with
8887.353, the fam |ly's paynent standard is not
decreased at the annual recertification unless there
is a change in the famly's size or conposition that
requires the HA to use the paynent standard for the
now appropri ate bedroom si ze, or a change in the
HA' s occupancy standards results in the famly
qualifying for a smaller bedroom size voucher.

O herwi se, the special paynent standard set at the
owner's initial rent increase after the
prepaynent/voluntary termnation remains in effect
for the famly until the HA s regul ar paynent
standard for that bedroom size surpasses it or the
famly noves fromthe unit. The HA always applies
the regul ar paynent standard if the famly

17



subsequently noves fromthe unit.

12. Further Information. Any questions regarding this notice
shoul d be addressed to the Ofice of Real Estate and
Housi ng Performance in the Ofice of Public and Assisted
Housi ng Delivery, at (202) 708-0477.

Debor ah Vi ncent
Acting Assistant Secretary for
Publ i c and I ndi an Housi ng
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Exanpl es of Rent Cal cul ations for Preservation Vouchers and
Certificates for Stayers (Previously Unassisted Fam i es)

Certificate Program

The Smith famly is in a 2 bedroomunit and is issued a
2-bedroomcertificate under the HA subsidy standards.

Contract Rent at Prepaynent = $370
Utility Al owance = $50
G oss Rent paid by Fam ly at Prepaynent = $420
2BR FMR/ exception rent limt= $525
Proposed Contract Rent = $580
Utility Al owance = $50
Proposed Gross Rent (is reasonable) = $630
PHA minimumrent = $25
30% of nonthly adjusted i ncone = $290
10% of total nonthly inconme= $110

A. Rent Limtation

The owner's proposed new rent is reasonable and the Smth
famly wshes to stay in their current unit. Since the
proposed gross rent is reasonable, the HA approves the rent,
even though it exceeds the applicable FMR/ exception rent
[imt.

B. Total Tenant Paynent

TTP = $420 Since the previously unassisted famly
must pay at least the gross rent it was
payi ng on the date of prepaynent, the TTP
for the Smith famly is $420, even though
30% of nonthly adjusted incone is only

$290.
C. Rent Cal cul ati on
Contract Rent to Owmer = $580
Utility Al owance= $50
G oss Rent (CR + UA) = $630

TTP (greater of gross rent famly was

payi ng at prepaynent, 30% adj usted

mont hly i nconme, 10% gross nonthly

i ncone, welfare rent in as-paid states,

HA m ni mum rent) = $420
Tenant Rent (TTP - UA) = $370
HAP (CR - TR) = $210



Voucher Program
The Jones famly is in a 2 bedroomunit and is issued a
2 bedroom voucher under the HA subsidy standards. The Jones

famly wll stay in its current unit.
Contract Rent at Prepaynent = $370
Utility Al owance = $50
G oss Rent Paid by Fam |y

at Prepaynent = $420
2BR Paynment Standard = $495
Proposed Contract Rent = $580
Utility Al owance = $50
Proposed Gross Rent = $630 (i s reasonabl e)
30% of adjusted nonthly inconme =  $290
10% of gross nonthly incone = $110
HA mi ni num rent = $25

Paynent Standard
The proposed gross rent nust be reasonabl e.

Short - Cut Voucher Subsidy Cal cul ation for Stayers.

a. Proposed G oss Rent = $630
b. mnus greatest of 30% adjusted nonthly inconme

($290); 10% gross nmonthly incone ($110) or

rent paid by famly at prepaynment ($420) = $420
C. Housi ng Assi stance Paynent = $210
Voucher Subsidy Cal cul ation (Long Form
A. Paynent Standard = $630
B. 30% of Adjusted Monthly Incone = $290
C. Maxi mum Subsidy (A-B) = $340
D. HA Uility Allowance= $50
E. Rent to Omner= $580
F. Goss Rent (D+E)= $630
G Goss Rent less Maxi num Subsidy (F-CO = $290
H  10% of Total Monthly Incone= $110
|. Goss Rent at Prepaynent= $420
J. Mninmum Fanmly Contribution (higher of Hor 1)* = $420
K. Total Famly Contribution (higher of Gor J) = $420
L. Goss Rent less Family Contribution (F-K)= $210
M  Total Voucher Subsidy (lower of Cor L) = $210
N HAP to Ower (lower of Eor M = $210
O Famly Rent to Omer (E-N) = $370
P. UWility Reinbursenent to Famly (MN = 0

* Regardl ess of whether the famly stays or noves, the
mnimumfamly contribution is the greatest of 10% of total
monthly income, HA minimumrent, or the applicable rent the
famly was paying on the date of prepaynent/term nation.



U. S. Departnent of Housing and Urban Devel opnent
O fice of Public and Indian Housing

Housi ng Assi stance Paynents Contract, ADDENDUM
Section 8 Tenant-Based Assi stance
Rental Voucher and Certificate Program

Pur pose and Use: This addendumto the housi ng assi stance paynments contract is
only used under the follow ng circunstances.

The famly is a resident of a preservation eligible project that prepays the
nortgage or voluntarily term nates the nortgage i nsurance in FY 1998, and the
fam |y qualifies under the public housing agency (HA) subsidy standards for a
snmaller family unit size than the actual size of the family's current unit.
The fanm |y was not receiving Section 8 tenant-based assistance on the

ef fective date of the prepaynent or voluntary term nation

There is no appropriate size unit available in the project and the fam |y has
made a good faith attenpt to find a unit outside of the project but has not

| ocated an eligible unit by the end of the term (including extensions) of the
certificate or voucher. Therefore, the HA and owner are executing this
housi ng assi stance contract to assist the family in the famly's present
oversi zed unit for a period not to exceed twelve nonths. The HA has advi sed
the famly that the subsidy based on the oversized unit's rent will only be
paid for twelve nonths.

Thi s addendum nmust be attached to Part A and Part B of the Housing Assistance
Paynments Contract (form HUD-52647 or form HUD-52535).

Fill in all contract information bel ow
1. Contract Unit (enter address of unit, including apartnent nunber, if
any.)

2. Tenant (Enter full name of tenant)

3. Beginning of Term The termof the HAP contract begins on (Enter the
first day of the lease term The | ease termmay not begin before the term
(including any extensions) of the certificate or voucher expires):

4. HAP Contract Term nation Date
The HAP contract term nates on (one year nminus one day fromthe begi nning of
the term:

The automatic termination of the HAP contract term nates the | ease agreenent
between the famly and the owner (see | ease addendum.

5. Signatures and Date (nust be the same signature and date as found on
Part A of the HAP contract)

Housi ng Agency Omner




